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DISTRIBUTION OF FINANCIAL A&IMUIATIONS OB STKTB BNTBRPRISBS IN CHINA

.Z Following is,the tranalation of an. article by N.-»:;;j
" Obolenskiy in Finansy SSR No. 4. Mnscow, 1961, -@;-’-
pagés 70-76. RO G

The Chinese people. under the guidance of the CGmmuniat Patty, .
are successfully sutﬁounting the century long economic backwardness. . ' =
of the country, . "A powdrful modern indusfry 45 being created, ahd éhe “ ;
soclialist relationihipd Have ‘become . fitmly ‘established .if; the village.: -
The sociqlist Syttem of “prodiction prémestes il brhﬂchea of ;the - .. |
national gconomy. ntidnnl so¢1aligt b&b Er%y occubieh A dominhnt e
position'in iﬁdgst y, trﬁnspcrtatidp; ‘trhde vind poctremptit. :
standsid of .14 ng,of tHe people i Steadity risiﬂg and tbe piLE
revolution iy being cdﬁducted of'a wide ‘front; ; e

- The Stite Budget of China is a vivid: generalized expreaaion -
of the stccessful ‘building of sociglisn. -The rapid: tempos of. devel- .
opment of ‘all the branches of the nationsl ‘economy assure its. ateady
expanllen, which is evident from the followdng dtta: T e .
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The social economic structure of the state budgetary revenues
and expenditures underwent a radical change, which was brought about
by the accelerated tempos in the expansion of the national product
and the national income, the expansien of socialist production rela-
tionships as well as the development and perfection of national
property. o B

At the present time the receipts from the state sector perform
a decisive role in the jevenue portion of the budget. ‘In 1950 'all the
payments made by the #tate enterprises accounted for 31.1% of the
total budgetary revenues, whereas: in 1958 their shatre ‘increased to
83.9%, and on the basis of the plan fot 1960 they reactied 93%, The
profit taxes and payments according to the unified industrisl-trade
tax in 1959 amounted to 83% of the overall revenues of the budget,
and in 1960 they accounted for no less thar 6%, :

PR The significance of the staté budget as a source of finuncial
support for the ekpanded‘&ocialis#,pfoductioﬁf~jctéa&é&?ooﬁ&iﬂétéﬁly;
In 1050 the expenditires; in ‘natiohdl econory and #8cial. euttural
measures did not;éxéeéée$j;£%*ﬁh&féééuiﬁr1958.the;sharé“af expendis -
tures for tgat«puxpose§-iﬁélﬁding;tbe~aliotment,for,cbnSOIidatiﬁg’%he‘
credit resoufces. of the People's Bank, .increased to 78.7%. In 1960 "
almost 82% of 411 the funds available to the state budget were ‘chan=".
neled into the’ national: economy and!the social cultural measures,
, Appropriations for capital investments account’ for'a large .
share of the state budgetary eipenditures; during the Bizst Five Year
Plan-49.3:billion yuan.or 37% of 'all budgetary expenditures, wére
spent-forethat‘pu;gége,‘in-1958~1959-~48.1 billion yuan; or-almoSt " -
529 of overall expenditures made-during those years by the budget.* -
At the same time expenditures for administration and defense of the
country decreased sharply; their share in the state budget decreased ..
from 60.8% in 1950 to 12.7% in 1960. I ' '

At the same time the net profit (supplementary.p:QQuct) cre=..
ated in the state’'séctor is the basig of the state budget of China and
js a decisive and a‘Steadify increasing source for financing the
expanded socialist production.- - Net profit assumes the following -
forms: profit, unified industrial-trade tax, and a local supplement’
to that tax. The major part of the profit is paid into the state
budget; the balance is used by the enterprise for the satisfaction of
certain requirements, ' o : o ;

. The unified industrial-trade tax js a centralized source of
net piofit for the state, i.e. that part of it which ig fully concen-
trated in the hands of the government to be used for national needs.
The local supplement to the unified industrialetrade tax, which may
be imposed by the local govermmental organs in amounts not exceeding
1% of the total tax does not differ from the net centralized profit,
The difference consists of the fact that such funds are used outside
of the budget for the satisfaction of local needs in" tHe sphere of’

*In China capital investments, stipulated by:the state plan for the
development of the national economy, arewfullv’coveted by bwigetary
appropriations. '
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economic aad cultutel construction, -

. The. éifference in the form of distribution of the pure income
does hot alter its social-economic content as the cost of a product
created. by supplementary labor for society, whose size depends on “ﬂ“
the growth.of paoduction, product sales, and a decrease. in its cost "
of broduction» ' Co

The expanding net profits of the state 1ndustria1 entetprises, .
tranéportat;on and c¢omimmicdtion, trade and procurement, ‘as: well as
of the other branches of the national economy are characterized by RO
the follow:ng data-* ' SO -

S .y

Qverall Bxpan,f,;f ,jf"”“ ' ' - Unified industriaxé R

Yea!.' sam Signl"" o 2‘, ' Revem _AL P tfade tax -
(bﬂ_.iionn in % . Amount Bxpan-‘ Share Amount . Expane . Share
- yuan) . ... Gilldon sion = of “billion sion - of-
CU e yuan), in % 'overall yuan) in% - overall;-
g e o Sum, % SO0 gumy %
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1957 ¢ a1, 43'f'fOOQOﬁ.fi?§é9~fﬁflooic . 57,"f**9;14“ﬂ'\106£¢“ﬁ742.6'5if‘
1958 34, 96..riasﬁiljfzzgézij;“;es;7“:;f65.3 S12.14 0 122,8 Laar
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o The share of the unified industrial-trada tax with cons:dera- :
tion. for the profit. by the,?eople's Bank in the. ayerall*net profit in
1957 amounted. to 40, 7%, in 1959-~28 8% ' and according to the plan for
1960==26,4%, * .. v ;

. . ‘The- rapidly growxng net profit of : the state enyefprises as a:
whole and the relationship among ‘the forms of. ite distribution are . -
conditioned on the one hand by the growth of the quantitative indices
and their reactions. and the decrease in the w1thhold1ngs ‘in production
and circulation, and on. the other hand, by the financial«economic: - .
peculxarities of the. inter-telationships of the enterprises and the
state. The gross industrial production incregsed 2,2 times in 1959

, by comparison with 1957, cargo shipments by railroad increased almost

twofold, the retail ttade turhover~~almost by one-third and so on.
The prof;tability of the. mpch;ne building and the coal industry, of .
the state trading. and other branches increased quring those years.

. The peculiarity of the financial=economic inter-:elat1onships
of the enterprises, which are funct:onmng on the basin of econom1c

*Excludxng ‘the profitvof the People's Bank' the unified 1ndustrial-
trade tax includes the local supplement. i
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accountability, with the state corsists of the fact that almost all
the income’ is plageg[gffiféfgispb§a1._ﬂﬂiizo£-théﬁﬁeansﬁfcf-%hg &3~
pansion of production g:ejp:évidgd“by'th¢=govqxnmeht;(cépigaliigvest~
mgnfs,,operationai ekpénsgs;”tq:novgr_?uﬁasi;',Sta:tingwwith_1959_a11
the needs for permanently and tempdrafily‘required‘turﬁove: funds for .
industry, trade and certain other branches are prdv@dﬁd\by‘ﬁank_c:edit'
with the payment of interest ﬁﬁihihffheheStgblishéqflimits;; In conr-

nection with tha;,the"prqfitsfbfhtﬁe'Péd@;e‘s,ngk}igﬁfég§kg by 3.4

times in 1959 as compared with 1957. S T
The system of taxation in China was created and perfected in

.. accordance- with the pcliticalxeeuqamic~tasks of the. transition period,

the principal one of which was the emphasized development .of the state

sector and the constant transformation of the non-socialist sector of

 the economy., Soon after the formation of the Chinese People's Repub~

licw-in January of 1950-—thev“BasicﬂPgsitionjwPertaining?tc‘thé~Con~
duct of the Universal State Tax Policy" were established. In place
of the numerous ghd burdensome tazes that were in force during the
" ‘period bf'thé’réabtibnar”,xdbﬁiniﬁﬁg‘6omiﬁéfi6ﬁ;“§nd\thé“various"”]
temporary systets of }e?;tfé,tﬂXéé §htroduced by the ‘local organ of
the liberated areas, 14 h idnwide taxes were established: the commo=
‘dity and indhsfrialvtrade'téxeé;ﬁfhe_stampytaxes,.taxes on deposit
interest, tax on certain types of tonsumer services, tax on buildings,
on‘land, the inheritance tax, tax on commercial transactions; tax.on
cattle slaughtering, the salt tax, customs duty, income tax on wages .
and fees and a tax on the right to use the means of transportation.*
* During subsequent years the system-of taxation was ‘subjected
to further perfection; the system was still, however, based on a
principle of "numerous taxes and many levies." This complex system
was used to regulate the financial accumilations of the enterprises
in all the social economic sectbrs;ﬁslt*was'Characterizedjby»numerous
tax payments, many taxable items,; o -complicated method of receiving
the taxes, a lack of coordination in prices, which were used as a-
basis for computing-the.thxable turnover and profiﬁs‘along{with_a
comparatively,insignifiCant'regulatian‘of\accumulaflons; During a
certain stage of the transition period-sueh~a system corresponded to
the financial-economic relations.unde:‘conditienSwinhérent in an -
economy having many facets and a ‘rather sigﬁificantvshare,of petty -
commodity production which existed at that ‘time,. -~ & o
The successful accomplishment of socialist transformations .in
industry, trade and other branches;raccbmpénied by 2 rapid growth and
perfection of & national state property, -indicated that the existing
tax system is not 2 sufficiently effective factor for the consolidation
of economic accountability and a mobilization of the accumulations’
made by the state enterprises under the 'budget. The necessity to
*In April of 1950 the Government AdﬁinistrativelCouncilwestablished
that income tax on wages and fees -as well as the‘inheritance;taxewill
not be levied temporarily;:these'taxes,are not being levied to date.
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" products increased 3,2 /3. the.
. profitableness increaséd cotrespondipgly to. 47,5%; as-compared with..
39,1%. Profitableness ai:""tne:‘enterp%is'eto‘f-v;the~<cga§,,g4yg_us_trv.under '

' simplify’ and’ mify then wrose as'well ss the need to greate a sniversal

_ system fof the peymént of taxes by the enterprises und to review the

Y

inter-relationship tetweéen thé taxable and.non-taxable methods of dia=

v

tributing the accuiulations, keeping .in ‘mind ‘that. the function of the .~

"

taxation system is to give ‘the government the major portion of the. .
‘et profit of the enterprises, ' iin. Tuioi i o ‘

. The first part of ‘the‘taqk—-@fhe"Siﬁbﬁficﬁiﬁn;éﬂdﬁ uni;fication
of 'the system ‘of ‘taxation was resolved in September .of 1858 ‘when.the |

draft regarding the unified industrisl-trade tax wis adopted. This .

. .

.. tax unifies: the’commodity tax, the commodity turnover tax, {*h@ﬁgt‘@h:g

tax, tax rates for the taxetion of ‘the ‘turnover of finished. products,

of commodities and ‘the receipty from non-commodity services.are, deter-

. mined on bases established on the amalgamation of four:previously,

"j;geéggaftasés};tgﬁe&;wéfe=1umpg¢j;nto a single payment. and levy on the
_turnover in th[,e"msfal'g of 'ccmpxodi«ﬁ.es_'and the extension of nonrcommodity

services.’

" Ihe altération of the tix system gomewhat decreased the signi=
ficance of the tax metlod of distributing net profit .of .the state =

enterprises, even tHough'with its aid-h certain portion of the net
profit from all brariches is distributed, -that. from the ‘heavy amd 1ight
industfies, railfoad transportation, ete, - A decrease in the signifi=-

‘ i

cance of the tax method of distribution was conditioned by the more =
rapid tempos in the lgrd@y‘fh'af‘nproduci;ioﬁ -and the sale .of the products =

‘of heavy industry that are taxed to s lesser degree without .a change

in the rates of the'unified ‘{iifstrisl-trade tax, At the machine

building entérprises under-central jurisdiction the sale of finighed 2_,_:
;25 times-in 1059 as compared with 1957; the

central jurisdiction

*amourited to 45;8%. in: 1959, as- compared. with 110, 6%

" in 1957, with a conside¥stion of the rise of wholesale prices, and

.. at_the enterprises of ‘the Ministry of Light Induatry. it. rose to, 76.8%
as compared with 56.7%. * ' ottt iniog : o o

At the present ‘time experience is being gained in: the applicae
tion of the new syst en of ‘taxation for its further perfection, Anclude
ing an change in the lével of tax- rates.: @ .. v i s e

. .-Thé profit of state enterprises, whdch:in 1959 were transferred

; f:.ié’ltli;e;sys,te‘m of economic ‘#tcountability; ‘was divided .into two partss
" "1 deductions of up to'3,S% from the planned profit and 40% of .exceas

profits, which was Yeft at the disposal of the enterpsise after.they.’
completed the state plan; premium dnd social-welfare funds for the .
enterprises were formed on"the basis of ‘the deductionss .2) the.other’
part of the profit after deductions: from:the planned and. profit in |
excess of the plan and the settlement of plan lpsses was. paid into

. g Sl s .

" the state budget ‘in' its emtirety, %

The financiai~economic intermrelationships between the enter=

prises and the state which were formed, where almost all of the profits
.. were paid ‘into the budget, and the expenditures for the expansion of

e ake
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productxon wes financed by +the, budget, were basically conditioned by
the need to- ‘concehtrate: the. f;panc1al ‘tesources in the hands. of the »
government for ‘their ceuizalxzed expendzture princ;pally for new con="
structioni’ and the- realizatxon of other ‘tasks asgociated. with™the
jndustrialization of tthe cpnn?ry ‘The ‘system-of “centrallzﬁtion of
revenues and expenditures" under’ whxch the budget recexves not only. -
the profzts,'with the: exception. of the deductions. fer premxum funds,~ -
but the addr1zation ‘fund in part; as well;- -designateq for capatal f{‘t:g .
construction, ‘and the budget. finances 1iterally all_ the, mehsures o
asSociated with the: development of prbduction, fa11ed to Create ghevs ale e
condit:ons ‘necessary for the. enterprises to mani fest serzous concern ;ﬁgﬁﬂ
for the accumilationss it hmnderéd conﬁolidation of the system oﬁ n
economic aéc&dﬁtability,.,frr X -

A characterzbtie pecux1ér1ty df the existxng order in fﬁe’appt&-. -
cation of the tax and non#tax forms’ of - distributing riet profits’ don=- t-r:,
sists of the fact that the ﬁaymeﬁt of & unifxed inﬂuqtrial—trade tax
and the paymesnit: of profits into the vudget is rot dttended by tie
utilmzatioﬁ of funds . belonging to edferprises 4 to _economic o:ganzza-
tions or ‘of Boirowed. fiitds: of those organlzatidﬁé for that ‘purpose.
Ouite on. e conrrarygfanhsmuch as the-tax is paid and the profits Qv*~[§g
are pa:d after the actual; realization of-the’ accumulat1ons, the" enter-
prises. aﬁd organ1zations pevelop certain stable. lxabllltles composed:
of funds “that are subject to release to the government Up ‘to BO%: of
the planned profits of .an. enterprxse must be paid in before the 25th
of a given ‘month, and.the: ‘balance must De paid before the §thiof the:.
following' month. .State.trading organizations and. certain othérs make
payments. into the' budget on, the basis of actual profrt for thé month "N
by the 15¢th of the 20th of the following. month. ol

The ‘peoplets pnovmnc;al committees; the autonomous xegions and.
the cztxes dnder central 3urisd1ct1on and the corresponding finan01a1
organs’ are given: rather. comprehenszve powers to meet the state requxte-
ments for payitents: into,the. ‘budgét with the con51derat10n ‘of "local"
conditionss to establish and to change the dates for payment depehd* 4
ing on the amount of.the payment and the condition of econpmic astivi-
ty; to completely or, partially exempt the. turnover from sales of:
certain commodities ‘and certain types of non—commodrty services de—
pendxng on profitableness and to change’ the method  of payment ey

* In order tor achieve 2’ more comprehensive developmenf of: 1n1tia—f

tive and activity of the. enterprises in their struggle for the increase
of productzon, the observance of economic conditions, and for the'con—
solidation of ‘economic accquntabzlxty, ‘a system of deductions was -
established in 1958 where a portzon ‘of the -sales prof1t is "ieft™. at
the disposal .ofi-the- enterprises for use at the;r own dxscretxon Sfor .
certain purposes. - . - SRR

The extent of the deductions fxom profxts, establzshed for a
w_fxve year periody were; determined on a’ differentiated basis’ for enter-
prxses under the var1ous.m1nietriés -and departments based on ‘the':
utilizatioh of the.following funds “during the First Five Year Plan
(1953-1957): budgetary approprzatxons for technxca1~organazationa1

e
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measu;és,.the.assiﬁildtion'ofinaﬁﬁﬁypébT@f”ﬁrbduqtiqg,@megguggg for
the protection of labor and safety, techniques,: the acquisition of =« - W
petty basic fuhds:;dédﬁctiunsziq;thb}gsfiﬁlisbed.ahoqntsffq?‘premiumsﬂ; ; .
and deductions from‘prbfit;wiq@é&besaféfﬁthq;plgn.uerg'Qéauctionsfﬂz';‘ il v
from profits‘WB;E'estabiishedl“gﬁfheffﬁiléwingfémqudtsfu‘for'éﬁter- IR
prises of the heavy i,ndustry'-,--‘-fjifom_;7';36%""¢;t;he, Ministty of the Wéod ... . .
Working Industrv) to 28.08% (Ministty of Building Materials); fof the - .
1ight industry from 8.33% (Ministry of the Textile Industryy to i«

10,18% (Ministry of Light Industry); for water resources and agri=. - =
culture——fromAzs%”fdlSG%fitranqportaticn~andgéommuniCati¢nlfrom 6.,41%: ..
(Ministry of Railroad:Transportation) to 50% (Civil Aviation Admime:.. . .
istration); for the ‘enterprises under the Ministries of Trade’and: . . ;s

Foreign Trade==3,07% and 3,53%, 0 o oo o "’"‘~?‘>§lﬁjf4:???
. In accordanCE;withﬁthggprinciptéjof'utiiizing the’majof?portionz;;-vfif'jsz

of the funds for production with a ¢oncurrent concern for the welfare ... .
of the industrial ‘profesgional andfofficefworkérsﬁit‘waé”édfébrtshed:rﬁp,cfjn" '

from the pxqgifé;arevspénf]fog,thgafgiiﬁwihgﬁu?{ﬂjy“ e

that the’déducﬁio#s

purimnies, T

{4V For the”fdu£:€§ﬁébfo£Aexpendifufés tﬁaf*hﬁze,fd”E%fmadé,ﬁyf;ifjf :

thev@nﬁe;prisqu'Whichuihc}udg:qxpenditutes'for thé:acddiéifidﬁ‘of:*i;;-~¢“:

new basic meanS'*1f6t'the{éonduct?of,téchnical-o:gaﬁizaffégalVméésurqsi,f'

for the aSsimilétiéﬁfﬁf-hewﬂtypqs’bffpngupts,_measgéer_rﬂr“thelpfo-,;‘

M ety e s . .

tgction.éf_l‘,pp*anﬁ‘forgthexgaﬁetygmeasures}és{wﬁll”a&ffoif%hé acqnis. .
sition of mis;éylaneous-inVQﬁtpryﬁand,fdrithemgbngt;gqffoﬁfpf?simp;iw_
fied_wﬁrghouses;Tﬁrﬁmﬁewira¢ing,orgqnﬁzatigqa,~4 PR e T

. (b) Por thé settlement of the gdp :in turnovet funds RN
.- (c) For the financing of ‘capital investments,. TrERAe s e e

" (d) For prizes inisotialist competitions and for other prizes. « . .. .
that,a:e;not”iﬁé&ﬁdedﬂin'the;wagg‘funﬁ,ihsiwéli‘d#,fo:fé%péﬁ&és*asSOPQ;'v
cisted with the welfare and sssistance funds for the workers afid:em= .
ployzes, who are in a difficult pateiialfppsitioﬁ,.NIhé'¢xﬁéhdi&hre&.j o
for “hesc neastres must not exceed 5% of the wege fund ‘of ‘a-glven ..t :;, o
enterprise.ﬂ“‘;f¥““’“ SIS "~-%».» “.“‘:i, - m‘f“i ??‘P*NL: RES ' ‘

.. The deductions from profit may be used for administratives: .
management ahd'6¥hef'nonbpro¢ugtiVeiéxpenditures.;-;'ﬂ’*""" o

. . The Governtient Council XNR (Iﬁta'yskava»rNarodﬁayfaf’ ’ﬁj&sfpubnka-'-

SYSARS

People's Republic of China) also ‘adoptéd other decisions ‘that prin=-
. cipally regulated’the.method of using the deductions from the profits
the enterprises.and ministries must compile @& plan showing the receipt

“and utilization of deductions from profits, which in siimmarized form
:i55presented,by‘tnefégprppriaté'branch”ministriesitofthe Ministry of
“pifiances. for incYusion into the state budget; deductions that were not '

“spent’ during the cufrent year areleft with the enterprises for fur~

_.ther utilization; when the indices established by the government, are
not fulfilted by the enterprises the amounts of the deductions for
expenditures pertaining to the matter of raising the welfare-of.the ,

*Basic means in China'inciude eQuipment, instruments snd other matérial
valuables that function for not less than a year, and cost 500 or more
wm. ’ t T ‘; : :
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workers and employees pust be ﬂecreased accordingly. The annual plan
and the. report pertaining, to a rise in the welfare of the workers and
emplqyees and, of the prem;um must be aﬁopted ‘gt ‘meetings of the repre~
sentatives .of .the. workers a employees ‘Gr ‘@t other appfopriate meetw
ings;- the. deductions  from 'its channeliea into ‘capital productxon
must -be released 10, the angt'uction‘ﬁhn? auﬂ~$pent ‘orilyurider ‘3t
control, .and- the baq;c funds, fi inated on the basis’ gf-these sums- ate
included  into the basic funds of ‘the enterpf1se, and “the- amortxzatzon
fund is:edded to. ity the amount of the’ ‘deductions ~from profits mav
change in: eannection Witﬁ materzal changes in prices, tax’ rates or-
sther objective. reasqgs- the min1str1es and central depantmenfs may
redistribute; the dqeducti,on “from- préf:,ts améng the’ enterprises- and:
centralize. @ portlon of. those funds at thelr dxsposai for further '
ut1lizat1on. :
e sos: The.deductions. are, usqally made in’ full on a monthly basis
wathan the. established apounts according’ to the profit. actuaily re=
ceivesd .for the explred perxods from the beginning of the year; fznal
accounting 4s made on the basis of prof;ts according to the~annual -
report with 2 full accoumting of the deducted amount in the report
»for ‘the correspondzng year. ..

,,,,, BYa reia%ﬁhg to the deductions from proflt
:wpertaaned to the enterprxse"ﬁnﬂ economxc organ1zat10ns tinder central
jurisdiction. As far as theJehterprlses and economic organizations.

. ;under -1ocal Jurzsd;ct;on é‘cdnce:ned,tEe right to resolve: the prob=.

.Jem -pertaining . to the amount and method, of the deductions was -delegated
to the People's Cowmittees of the appfopr h%e provinces; autonomous -
regions and. citigs. dnder’ ‘central Jura.sd:.ctmn Oh“the whole -a method
of deductions from. profits for the entefprises and economic: ‘organiza=
tHons of-, 10ca1.jur;sdigt10n ‘Was estab}ished analogous to the: -method
.adopted. for ‘the. enterprzses “dnder éential’jurisdict1cn, ‘with; how-
ever, dxfference that in"certain cases- ‘smaller deductions were:. S
adopted, . end the enterprxses and’ branch organs were afforded more.; -
freedom. in spending the funds. Lo R

As a result of the applicat:on of the new method of deductions
from profit, starting with 1958 a szgn1f1cant portion of the profit.
remains at the dlsposal of the economy=-—on the whole slightly higher
“than 12%, 1nc1ud;ngy1ndustry-over 15%, triﬂe and procurement--almcst

8%.

Deduct1ons from proflt are characterlzed by the follanng data-

“Year Total e f ~ . Including .

o Sum(bil- Increase "~ Todustry rad ana'Pioéuréﬁent
lion yuan) - in:%.. -Sum (pil- Increase Sum (bil=" Increase
o R R L R s yuan) in % liom yuan) in 53
1958 - .. z-,s":oi“.:*,_ 100, .. 2,181 " 100.0 443 7100.0
1959 . 3,999 - 134.6. . .2,924 134 1 . 579 ... 13@ 7

‘__;(plan) 5,666 ©190.8 . - 4,250 194.9 . 153 170 0
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The major portion of those funds is chamneled into capital
investment connected with the acquisition of equipment, the expansion
and reconstruction of the operating enterprises and the construction
of new projects, Expenditures for those purposes are made in addi-
tion to the provisions of the state plan of capital investments and
the appropriations established by the state budget on the basis of
plans, adopted by the ministries and branch organs of the provinces,
autonomous regions and cities under central jursidiction, as well as
by the ehterprises themselves, ,

The practice of establishing and utilizing the deductions from
profit along with the rapid development of a number of branches called
for someé furthér refinement of the existing order. In order to ‘
assure a more efficient utilization of the material, labor and finan=
cial resources, to be able to concentrate more forces and funds on
the task of fulfilling the state plans and especially for the building
of most important projects, it was established at the beginning of
1960 that capital investments based on the deductions from profit may
be accomplished after permission is obtaiffed from the state planning .
organ., In that manner these funds will be used with an even greater
effect and rationality, inasmuch as capitdl consttuction on that basis
must be included into the national economic plans and in the plans of
the local Peoplets Committees with the establishment of expenditures
in above-limit and below-limit congtruction in the proper order.

Starting with 1960 deductions are ihciiuded into the summarized
financial plans of the provinces, autonomous regions, cities under
central jurisdiction and of the country for a unified active balance
ing of both the budgetary and non~budgetary financial resources.

The portion of the profits that are left in the economy, their
use mostly for capital construction and other productive expenditures
signifies that the enterprises and the economic organizations settle
not only production expenses and turnover expenses, but also partially
satisfy their needs in funds for expanding their basic activities on
the basis of their profits and on the basis of receipts from the sale
of products and from services,

The perfection of methods regulating the distribution and utili-
zation of the accumulations of the state enterprises and economic
organizations and the financial economic relationships between the
enterprises and the economic organs with the government are designed
to consolidate the principles of economic accountability and the
economic regime,
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